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6X. Using this alternative analysis, the special access r3tc o f  return drops by slightly less 

Lhan 6% for 2001 (and less than 3% for 2000). Nevertheless, the RBOCs stil l enjoyed rates o f  

return on special access services above 30% which: by m y  convcntionul .srandard- and 

especially during the current economic dow~i turn  ~ i s  indicative of supracompetitive earnings 

arising through the RROCs‘ cxercise o f  market power. Whilc RellSouth, Qwest and Kahn/ 

Taylor may attempt to muddy the water by  raising the “DSI I issue,“ even the “worst case 

scenario”- where al l  DSI, rcvcnues are included and a l l  DSL. costs are excluded ~ cannot 

“cxplain” the persistently excessive rates o f  return that prevail with respect to special acccss 

services.’18 

69. Significantly, whilc the KUOCs may cluirn that DSL investments and expenses are not 

being al1oc;ited to special access, recent investment trends tend to suggest otherwise. A s  the 

fol lowing table contirms, between 1996 and 2001, KBOC (including GTE) special access invest- 

ments grew from $5.7-billion to more than $12.2-bill ion. By comparison, most other categories 

o1‘RBOC interstate investment remained largcly unchanged over the corresponding time frame, 

and intrastate investments actually decreased by nearly $IO-bill ion. Given the rapid growth o f  

DS I ,  and the high capital costs that have been ascribed to its deployment, it is d i f f icul t  to 

imagine any other explanation Tor lhe more than doubling otspecial access investment while a l l  

other categories remained essentially the same or even decrcascd, if D S L  i s  not included within 

I IS .  I n  several other proceedings before thc Commission, the RBOCs have sought to portray 
the market for DSL as so highly competitive as to justi fy regulatory forbearance, if nut outright 
deregulation. See, e.g. SUC’ I’c/i/ion/or Expedited Ruling /ha! i /  is Non-Dominun/ in ils 
I‘rovi.sion ofA~lvanced Services ~ n d f o r  Forbemrance from Dominanl Currier Regulation o/ 
Those Services, CC Docket No. 01 -337, SBC Petition, October 3, 2001. Their experts have 
wggestcd that the highly competitive nature of the “high-speed Internet access market,” wherein 
DSL competes with cable modem services, has placed the KBOCs in  a non-dominant position 
and, in fact, has not even permitted them to recover the costs o f  providing ADSL services, which 
are put as high as $86 per month. See, Declaration o f  Robert W. Crandall and J. Gregory Sidak, 
f i led as Attachment A i n  the above pelition, at 51. I t  would seem [hat, in the various 
“broadband” proceedings, DSI, i s  actually being provided at a loss, whereas in the instant docket 
DSL is portrayed as being so enormously profitable that it is pushing up special access returns to 
supracompetitive levels. At  the very least, these DSL stories clu jour demand careful scrutiny. 

@ ECONOMICS AND 
=L 1 TECHNOLOGY, INC. 

c’ 



~ 

I 

2 

3 

3 

5 

6 

7 

8 

9 

I O  

I I  

12 

I 3  

14 

15 

16 

17 

18 

Reply Declaration o f  Lce I . Sclwyn 
RM No. I0503 
January 23,2003 
Page 53 ol'hO 

those special access investments. And, o f  course, i l  I X L  costs ore being included in the ARMIS 

data for special access, then i t  i s  certainly appropriate to also include corresponding DSL 

rcveniies, as had been done in  Ihe Fricdlander declaration filed wi th AT&T's Petition."' 

Accordingly. Ihe figures provided by ATKiT for special access rates o f  return - which in some 

cases exceeded 50%- have in no sense bccn impeached by the RBOC experts. 

70. Mi.~ma/ch between crlk)ctr/ion oJexpen.yes trnd revenue.Pfor marketing. Verizon claims 

that "mal-keling expenses are allocated across al l  access categories, hut that the associated 

revcnucs are recovered from common line and special access."12o This claim i s  unfounded. Prior 

to price c:ip rcgulation, marketing cxpciiser were allocatcd to and recovered from al l  interstate 

services in  proportion to the investments assigned by  the Part 69 cos1 allocation rules. The 

Commission's May 1997 Act,e.s.c Rejbrrn Order retained the assignment o f  marketing costs to 

special access and interexchange services that are marketed to retail customers, but removed 

markcting from switched access elements (by reducing the price cap indices for the common 

line. traffic sensitive, and trunking baskets) sold exclusively on a wholesale basis."' Neither this 

change, nor any subsequent  om om mission aclion, has diminished the level ofmarket ing expenses 

recovered f iom special access rates.'-'' 

119. Dcclaralion o f  Stephen Friedlander on RehaIEofATBrTCorp., RM 10593, October 15, 
2002. 

120. Verixon Comments, at 22,  

121. Access Charge Refurm, First Report and Order, I C C  97-158, released May  16, 1997, 
pard. 323. 

122. As another example of a category-specitic ARMIS cost-revenue mismatch, Verizon 
mentions that "ainounts collected for universal service recovery are booked as common line 
revenues, while amounts due to USAC [Universal Servicc Adminislrative Corporation] are 
recorded in  the interexchange category." Verizon Comments a t  22, fn. 50. However, neither 
the costs nor the revenues in question have any impact upon special access and, thus, Verizon's 
example is completely irrelevant to the matter at hand. 
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7 I .  Pocket .\witching w s t s  nol in .special UCCCS.~.  Qwest claims that packet switching costs 

incurred to provide certain special access services (Frame Relay, ATM) are assigned to the 

gencral swilching category, and not to spccial  cess.'^^' I lowever, Qwcst does not quantify the 

amount ot'costs that i t  claims are misallocated. Moreover, Qwest neither claims nor makes any 

effort to estahlish in its comments that revenues associated with the switching functions used to 

provide frame relay and A'IM services arc not also being reflected in one of the several different 

switching revenue accounts identified in  Part 32. Put simply, Qwest has railed to demonstrate 

any mismatch, inasmuch as i t  has focused solely upon the assignment o f  cosfs and not addressed 

the Ireatment o f  the corresponding revenues. The Commission thus has no  basis to evaluate the 

v:ilidity ur imporlance ofcri l icisnis such as lhis one, when the RBOCs, which have by far the 

I ~ s t  access to the underlying information, present only their contentions but wi th no  facts or 

specitics to back thein up. 

72. Scwndary and tertiury expeiaues: Finally, Qwcst complains that because carriers are 

rcquircd to assign secondary and lertiary expenses in proportion to the primary investments 

assigned IO a category, any potential underallocation o f  primary investments to special access 

would be exaccrhatcd. I lowcvcr, this is mcrcly another thcorctical argument. As discussed 

above, the RROCs havc simply not established that primary investments are not being properly 

assigned to the special access category. Moreover, the magnitude o f  these secondary and tertiary 

expenses i s  simply not large enough to offset to any significant extent the RBOCs' substantial 

owrearning for the special xxess services. 

73. I t  is also worth recalling that ARMIS costs are embeddedcosts, which are generally 

higher than limbard-looking incrcmcnlal costs ( i t . ,  TtLRIC). If forward-looking costs of  

121. Qwest Comments, a t  12 
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spcciiil access were substituted for the embedded costs from ARMIS, the resulting rates o f re turn 

on forward-looking investment levels would be even higher. 

74. I n  fact, while the RUOCs’ service examples f a i l  to show that A K M I S  underallocates 

costs to special access services (or overstates the appropriate revenues), historical experience and 

costing trends actually support precisely the opposite conclusion. The RBOCs have a poor track 

record for maintaining accurate records o f  their network investments, particularly as to the 

removal o f  plant no longer in service. The Commission‘s 1999 audit reports o f  RBOCs’ 

continuing property records found that these carriers could not account for approximately $5- 

bil l ion in central of l ice equipment that remained on their books.”4 I f  similar record-keeping 

practices exist with respect to special access investments, i t  i s  l ikely that the RBOCs’ regulatory 

books ofaccount also include costs for facilitics that are no longer in service. The continuing 

property records audits also dcnionstrated that the nature o f  the record-keeping errors was 

consistcntly biased toward including items that should have been excluded, rather than the other 

way around. Accordingly, i t  i s  far more l ikely that the embedded investment costs recorded in 

ARMIS  represent an overstdemcni o f  actual plant in service, thereby further contributing to the 

highly conservative character o f t h e  Friedlander ROR figures. 

75. ‘l’hc consistent upward trend in the RBOCs’ ratcs of return for special access also tends 

to belie their objections regarding the reliability o f  the ARMIS  data. Even i f  there are allocation 

errors in AKMIS,  the RBOCs have offered no evidence t n  suggest that whatever misallocations 

might actually be present, if any. are anything other than consistent from year to year. The 

presence o f  any systematic bias in the data may impact the accuracy o f  individual data points, 

1 24. /YYN Biennid Reguluiory Review ~ Review oJDeprecialion Requirenienls for Incumbent 
Local Exchange C’arrier.v; Ameriiech Corporalion Telephone Operating Companies’ Conrinuing 
Propperty Rec.ordv Audii, el. a/. , GTE Telephone Operuling (.‘ornpanicj.s Release oJlnjorrnation 
OhtuinedDu,-in,y Joint .4udit, CC Dockets 98- I 37  and 99-1 17, A A D  File No. 98-26, released 
Apr i l  3, 2000, FCC 00-1 19, at para. 15. 
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but as long as the misallocation bias is syhtematic over lime, thc trends revealed through an 

examinalion o t  multiple years’ results w i l l  st i l l  provide an accurate picture o f  ongoing market 

dynamics. Although there i s  incvitably some subjectivity involved in  allocating costs that cannot 

he directly assigned, the methodology itself, and hence the resulting allocations, do not fluctuate 

significantly from year to year. ‘Thus. if competition for special access services were actually 

ccinstraining prices as the RROCs contend, tlic ROR for special access would tend to decreasc 

over time. But in fact i t  is actually ~ H C W ( J . F ~ P I ~ ,  suggesting not only that price-constraining 

competition i s  not present, but that the rxtent o f  ongoing KROC market power wi th respect to 

these scrvices is growing. 

7 6  IFinally. huddenty uelyinq upon A R M I S  data, Kahn and Taylor have contended that the 

nvcragc rcvcnuc pcr line for bpcci31 access has ;ictitally been dccreasing “by more than I% per 

bear” during the 1996-2001 pcriod. M y  own review o f t h c  data suggests errors in the Kahn/ 

‘raylor analysis. Based upon replicable ARMIS  data, the average revenue per line, decrcased by 

only two-tenths ofone percent over the entire pcriod (a reduction in  average annual rcvcnue per 

line of only $0.33). As I w i l l  discuss in more dctail below, use o f  an average annual revenue per 

line calculated using DS-O equivalents i s  seriously tlawed, but cven acccpting the tlawed Kahn/ 

Taylor cvidcnce, the data proves, rather than disproves AT&T’s allegations. At page 16 o f  the 

Kahn/Taylor declaration, a figure appears entitled “KBOC Special Access Revenue per Special 

Access Linc“. Evcn a cursory revie\v of that Figure rcvcals declining revenue per line amounts 

occurred during the period 1907-2000 - when the special access rates were s t i l l  generally 

sub.ject to pricc caps and the x-Vactor-driven annual reductions associated therewith - and that 

ihere has becn a total reversal of that trend (rccouping virtually a l l  o f the  reductions during the 

prior four years) in the KBOCs‘ ievznues lo r  2001 -- the tirst tul l  year during which any o f  the 

RBOCs had pricing tlexihilitq for Special Access Services.”’ 

125. RellSouih, the tirst RROC to apply for and be granted pricing flexibility, approved 
(continued ...) 
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Table 14 

Interstate Special Access Costs and Revenues 
RBOC Totals (Induding GTE) 

Chanqe 
1996 - 1997 - 1998 - 1999 - 2000 - 2001 19%2001 - 

(a) Revenues (000) $3,464,545 $4.312.543 $5,536,133 $7,141,094 $9,591.843 $12.450.913 259.4% 
(b) Expenses (OOO) $2,721,599 $3,275,870 $3,404,629 $3,988,276 $4780.293 $5,050,329 85.6% 
(c) Net investment (OOO) $5.682.447 $6,373,074 $7,149,582 $8,440,569 $10,462,621 $12,242,494 115.4% 

(e) Rate of Return (dc )  7.8% 9.7% 17.9% 22.6'/0 26.4% 37.5% 378.2% 
(0 Special Access Lnes 22.067.'n4 26.260.133 33,999,156 4,708,169 65,451,767 79.470.270 260.1% 

(d) Net return W . 5 5 2  817.253 $1.279.675 $1,906,740 $2,937,064 $4590.506 930.3% 

(g) Revenues per line (df) $157.00 $164.22 $162 83 $146.61 $146.55 $156.67 -0.2% 
(h) Expenses per line ( W r )  $123.33 5124.75 $100.14 $81.88 $73.04 m.55 4 . 5 %  
(I) Investment per line (d) $257.50 $242.69 $210.29 $173.29 $159.85 $154 05 4 . 2 %  
(I) Net return per tine (cvr) $20.19 $23.51 $37.64 $39 15 $45.33 $57 76 186.1% 
Sources of dafa. 
Financial datafromARMlS43-01. Column S, Rows 1090.1190,1910.1915, and 1920. 
Lines are counted in terms of voicegrade equivalents, from ARMIS 4308, row 910. cdumns K and L. 
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77. Moreover, assuming (as Kahn and Taylor do) for sake ofargument that the analysis o f  

an average "revenue" per line based upon LIS-0 equivalents has any validity, then one should he 

able to examine Ihe average "investtnent"and average "expcnse" per line as well. As Table 14 

bclow reveals, during the 1996 to 2001 period in which average revenue per linedeclined by 

only i w o  tentlis ofpercent, average investment and average expense per line each declined hy 

almost hall'. Review ofthose "average" per line results for those three categories more than 

prcrvcs A'I'Rrl"s initial point. During the 1996 to 2001 period, whi le the average revenue per line 

dropped only $0.33 from $ I  57.00 to $156.67, the average expense per line dropped by $59.78, 

l'rom $123..% to $63.55, and the average investment per line dropped by $103.45, from $257.50 

to $154.05. Ovcrall, the results demonstrate that by 2001, the net return, per US-0 equivalent 

:ICCCSS line had climbed by more than 185%, from the $20.79 o f  1996, to $57.76. 

125. (...continued) 
authority a i  thc cnd o f  2000 
Dedicated Transport Services, CCBKPD No. 00-20, Memorandum Opinion and Order, 15 FCC 
Kcd 24588. (Dec. 15,2000) 

BellSouth Petition for Pricing Flexibility for Special Access and 
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7% Moreover_ translating ARMIS data into DS-0 equivalent lilies, as Kahn and ‘I‘aylor have 

done, results in n flawed analysis. It is highly l ikely that the higher-capacity special access 

scrviccs, a t  the DS-3 and OCn levels, havc experienced diaproportionately greater growth than 

lowcapaci ty [IS-0 and DS-I serviccs. Since the cflective price per DS-0 equivalent channel i s  

luwcr in  these higher capacity serviccs, their l ikely disproportionate growth readily explains the 

apparent drop in LIS-0 equivalent price levels (revenue per line). Thr more appropriate 

comparison, ofcourse, i s  a l ike-Ibr-like price change for the .SNI?W capacity service. And as 

‘l’ablcs 1 through 4 above clexly cienionslratc, those prices in areas subject t o  Phase 11 pricing 

t lexihi l i ty havc been on the rise nvcr the period sincc pricing I lexibi l i ly became effective. 

Performance data reported under ARMIS shows cont inuing problems in special access 

71). Finally. in their declaration, Kahn and Taylor lakc issue with AT&T‘s observation that 

the KI3OCs are not being constrained by colnpctition to improve the quality of their special 

’ss ser\’iccs provisioning.’”’ In particular, (hey claim thal A R M I S  data show a steady 

17 

I X 

IO 

20 
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improvcinenl i n  RUOC special access service provisioning belwecn 1996 and 2001. Kahn and 

Taylor’s analysis appcars to be based on Lrouble repon5 per voice grade equivalent line, which 

means that the successful provisioning o f  an order involving one OCn circuit offsets inany 

unsuccessful prov is ion ing of lower bandwidth special access lines. A inore realistic picture can 

be obtained by looking at trouble reports for special access service based on the -‘total number o f  

orders or circuits,” as shown iii A R M I S  rcpon 43-05. When these data is analyzed, the picture 

o f  consistcnt iniprovement presented by Kahn and ‘I’aylor evaporates. As shown in the attached 

table (Attachincnt 2 IO this Declaration). soinc RBCK’s have done better than others. Ilowever, 

Ameritech, which rcports by far the hest performance, reports an anomalously high number o f  

“orders orcircii iIE” for the 2000 io 2001 period (ihree fo  tour times ils many as In the four prior 

126. Kahn/I’aylor Decl., a t  16-17, 
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)cars), which could account, at least in part, for the apparent improvement in  i t s  trouble report 

pcrccntages. Without these rcccnt Ameritech numbers: RBOC trouble reports as a pcrcentage o f  

orders or circuits rose substantially from 1998 to 2001. In any cvenl. even a consistent record o f  

having trouble reports on more than half o f  a l l  orders i s  hardly a commendable performance and 

i\ consistent with thc conclusion presented by Ordover and Wi l l i g  that the RBOCs are not 

constrained by competitive forces wi th respect to their service quality for special access services. 
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Statement of Qualifications 



Slalemenl of Qualifications 

OR. LEE 1.. SELWYN 

Dr. Lee L. Selwyn has heen actively involved in the telecommunications field for more 
th;iii twen ly - t i ve  years, antl i s  :in internationally recognized authority on telecommunications 
regtilalion. ccononiics ;ind public policy. Dr. Selwyn founded the firm of Economics and 
'l'cchnology, Inc .  i n  1972, and has  served as its President since ihat date. He received his Ph.D. 
ilcgrcc froin the Alfred P. Sloan School o f  Management a t  ihc Massachuhctts In,titute o f  Tech- 
iic~logy. He :iIso holds a M x t e r  of Science tlegrcc i n  Industrial Management from MIT aiid a 
B;ichelor of Arts degree with honors in  Economics Ironi Queens College o f  the City University 
1 1 1  New York. 

Dr. Selwyn has testified iis an expert on rate design, service cost analysis, form of 
ireFtil;ition, md other telecumtriiinications policy issues in  telecommunications regulatory 
proccctiings hetore w i l e  forty state commissions, the Federal Communications Commission and 
llie ('anadiiin Radio-television and Telecotiimunications Commission, among others. He has 
;ippe:iretl ;is :I witness on behalf o f  commercial organizations, non-profit institutions, as well as 
local, \tale and federal govcrntrienl authorities rcsponsihlc for telecommunications regulation and 
consiiiiicr :idvocacy. 

He has served or i s  now serving as a consultant to nunierous state utilities commissions 
inc,lutling those in Arizona, Minnesota, K;ins;is, Kentucky, the District o f  Columbia, Connecticut. 
f ' a l i fomix  Del;rw;irc, Maine, Massachusetts, New Hampshire, Vermont, New Mexico, Wisconsin 
;iiid Wiishinglnn State, the Office ot Telecoiiiniiinications Policy (Executive Off ice o f  the 
I're\itlcnt). [ l ie Nalional Telecoiiiinunications and Information Administralion, the Federal 
Coiiirnirtiit.:itioiis Commission, the Canadian Radio-television and 'Telrcominunications 
Coinin is ion,  Ihe United Kingdom Office of Telecoinniunications, and the Secretaria de 
('Oiiiiiiiicaciones y Transportes of the Republic o f  Mexico. He has also served as an advisor on 
Ic.lcconimutiications rcgulatory niatters to  the 1ntern;ition;il Coinmuiiications Association and the 
Ad Hoc TelecoiniiiunicatiOiis Users Committee, as wel l  as to a numher of major corporate 
telec0iiimunic:itiniis users, inforinalion scrviccs providers, paging and cellular carriers, and 
spcci;ilized access services carriers. 

Dr .  Sclwyn har presenled testimony :IS an invited witness before the U.S. House o f  Repre- 
scnliitives Subcommittee on Tclccotnnlunications, Consumer Protection antl Finance and before 
the U S .  Senate Judici;iry Committee, on subjects dealing with restructuring and deregulation of 
poi t int is of lhe teleculr,munications industry. 

I n  1970, he was awarded a Port-Docloral Research Grant in Public Uti l i ty Economics 
wider 21 progr;iin sponsored by the Ainerican Telephone and Telegraph Company, to  conduct 
researc,h on the cconomic eCfccts of telephone m e  structtires upon the computer time sharing 
indusrry. This work was conducted rit Harv;ird University's Program 011 Technology and Society, 
whcre he W ~ I S  appointed as ;I Research Associate. Dr. Selwyn was also a member Of the faculty 
i l l  the College o f  Business Atlniinistr;ition a t  Bosiun University from IY68 unti l  1973, where he 
~;iuglit cour,wr in economics, linance antl management information syslems. 
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Dr. Selwyn has publishcd nuincrous papers and articles in professional and trade journals 
on the subject of telecomn1unic;itions scrvicc regulation, cost methodology, rate design and 
pricing policy. Thcac have included: 

“Taxes, Corporak Financial Policy and Return to Investors” 
Nurionol Tu.r Jounial, Vol. XX, No.4, December 1967. 

“Pricing Telephone Terminal Equipment Under Competition” 
Public Utililies /.’wtnight/y, December 8 ,  I Y77. 

“Deregulation, Compelition, and Regulatory Responsibility in the 
Telecominunications Industry” 
t’reserited ut rhe 1979 Rate Symposium on Problems of Regulared Iriduslries - 

,$Jorrsored by: The American Univei-sity, Fosrer Associates, Inc., Missouri 
Public .Service Commi.c..yion, Univrrsily of Missouri-Columbia. Kansas City, 
MO, February 1 I - 14, 1979. 

“Sifting Out thc Economic Costs of Terminal Equipment Services” 
Telrphone Engineer unrl Mouupmenz, October 15, 1979. 

“Usage-Sensitive Pricing” (wi th G. F. Borton) 
(a three part series) 
Tdephony, January 7, 28, February I I, 1980. 

“Perspectives on Usage-Sensiiive Pricing” 
Pirhlic UtilitiPs Fortni~htly,  May 7, 198 I 

“Diversificalion, Deregulation, and Increased Uncertainty in the Public Utility 
Industries” 
Corn/iwnt.v Prerenled ut  the Thirteenth Annuul Conference of the Inslitute of 
fub[ i ( .  Ulilitirs, Williamsburg, V A  - Dccember 14 - 16, 1981. 

“Local Telcphone Pricing: Is There a Bet ter  Way?; The Costs o f  LMS Exceed 
i t s  Benefits: a Report on Rccent U.S. Experience.” 
E rocredirrgs o/ a conjerrnce held at Mnntrea!, Quebec - Sponsored by 
Ctmudian Radio-Television und Telrcommuuicalions Commission and The 
Centre for  lhe Sludy of Regulated Indu.c.tries, McCill Clniversiry, May 2 - 4, 
1984. 

“Long-Run Regulation of AT&T: A Key Element of A Competitive 
Telecommunications Policy” 
Telematics, August 1984. 
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“Is Equal Access a11 Adcquatc Justification for Removing Restrictions on BOC 
Di versificatioii?” 
/ ’ r e r r i l e d  ul l / t r  /? i . s f i lul f~  of k’uh/ic Uli/ilies Eighicenth A n r f u d  Conference, 
Willi:itnrburg, VA ~ Dccelnhcr 8 ~ IO, 1986. 

“Market  Powcr and Competition Under a n  Equal Access Environinent” 
t’rrsrjnrcd ti1 i/rc Sirrcvn/h ilruiuul Cotiference, “lnipucr of’ Deregulution und 
Mrirkrt Force,v 0 1 1  Piihlic. l I / i / i / i c x  Thc Fnrurr Role of Regulurion” 
/n,s/i/nr<, of I ’ l ~ h l i C  Uii/i t i(u,  Mir.lii,Turl Stole University, Williamsburg. VA  - 

December 3 - 5, 1987. 

“The Sources and Exercisc of Market Power in  the Market for Interexchange 
Tclecoinmunicationr Services" 
Pi.cwiited ut Ihc Nincrc~,nt/i Aruitrirl C’ot!lermce - “Alternorives I C )  Trudirionul 
Kegulution: Optioir.$ fbr RcfiJnn” - lrisritiue of Public. U/ilitie$, Michigun ,S’/a/e 
Univrr:yil.y, Wi~~ia i l lsb l l rg ,  VA, December, 1987. 

“Assessing Markct I’owcr :tiid Compctition i n  The Telecommunications 
Industry Tow;lrd ai1 Empirical Foundation for Regulatory Reforni” 
Frderol Comrnuiiic.n/ioi~.v Luw Journri l. Vol. 40 Nuni. 2, Apr i l  1988. 

“A Perspective on Price C‘;ips 3s :I Substitute for Traditional Revenue 
Keq u i reinen ts Regula t i  on” 
Prr,wnlcd UI thr Tivrii / ie/h ,lniicrul Cotrj’rrcnce - “Nrw Rrgulutory Concepts, 
Ia~uc . s  and C’orrrro~er.rir~.r” ~ lris/irute oJ Public Urilities. Michigun Srure 
l/niverxit,y. Williain\burg, VA ,  December, 1988. 

“The Sustain;ibility ol’ Compelition in Light of New Technologies” (with D. N. 
Townsend and P. D. Kravlin) 
Prcwnred (it /he Tweritkrh Annutrl Conference - lnstiiule of Public Urililies 
Aliclzigun Slate Urriwr.si/y, Williarnsburg, VA, December, 1988. 

“Adapting Tclecorn Regulation to Industry Change: Promoting Development 
Without Compromising Ratepayer Protecrion” (with S. C. Lundquisi) 
/ F E E  Cornrnuiiil.Nlioii,v Muguzirie, January, 1 989. 
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“The Role of Cost Based Pricing of Te1ecommunic;itions Services in the Age 
of Tech nology a n d  Coin pr ti  ti on” 
Preseriled 01 Nutionul Rejiulurory Research /ii.~rirure Conference, Seattle, J u l y  
20 .  IYYO. 

“A Public CooUPrivate Good Framework for Identifying POTS Objectives for 
the Public Switched Network” (with Patricia D. Kravtin and Paul S. Keller) 
Columbus, Ohio: Nutionul Regulutory Research Institute, September I Y Y  1 

“Telecommunications Regulation and Infrastructure Developnient: Alternative 
Models for the Public/Private Partnership” 
Prepureri for  the Economic Symposiurn (f the lnrernutionul Telecommunicutions 
Union Europe 7‘clr.com ‘92 Conference. Budupst,  Hungary, October 15, 1992. 

“Efticient Infrastructure Development and the Local Telephone Company’s 
Role i n  Competitive Industry Environment” Prewnrvd ut /he Twenly-Fourrh 
Annutil Confei-ence, lnsriture of Public Utilirie.s, Gruduute School of Business, 
Michigan Stale Univer,yiry, “Shifting Bounrluries berween Regulation und 
Cornperilion in TL.ler-ommuni.cutions mid Energy”, Williamsburg, V A ,  
December I YYZ. 

“Measurement or Telecommunications Productivity: Methods, Applications and  
Limitations” (with Franfoise M. Clottes) 
Pi-rwrited or 0r~qarii.sution for Economic Cooperurion und De velopmenl, 
Working Pur1y on Telecommunication und Information Services Policies. ‘9.3 
Conlerence “Defining Perjorrnunce Indicaror~ for  Comperilive 
Telrc~u~iin~unic~~itions Miirkers ”, Paris, Fmnce, February 8-9, 1993. 

“Telecommunications Investment and Economic Development: Achieving 
cfficicncy and  balance among competing public policy and stakeholder 
i nterests’’ 
Presrntpd ut /he  1051h Annual Convenrion und Reguluroty Symposium, 
Nurionul A,s.wc.iurion of Regulurory Ulility Commissioners, New York, 
November 18, 1793. 

“The Potential for Competition in the Market for Local Telephone Services” 
(with David N. Townsend and Paul S.  Keller) 
Presentpd ut rhe Orguiiizurion f o r  Economic Cooperalion and Development 
Workshop on Telecummunicarion lnfruslructure Comprtirion, December 6-7, 
1993. 

“Market Failure in Open Telecommunications Networks: Defining the new 
natura l  monopoly,” Utdirics Polic?;, Vol. 4, No. I ,  January 1994. 
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7%e Eiidririn~ Loc.ul Botrlenrc-k: Monopoly Power and ihe Local Exchange 
Curi~iei:r, (with Swan  M.  Gately, et al) ii report prepared by ET1 and Hatfield 
Associates, Inc. toi. ATKrT, MCl and CornpTel, February 1994. 

(~‘onunerci~il!). F m \ i h l r  Rrsulr c ’ j  Loml Telccoiizmunicuiions Services: An 
n l d  S t ~ p  iti the Ti.iiii,\itiim [o Effrciive L o c ~ a l  Competition, (Susan M 

C;;ilcly, et al) i i  report prepared by ET1 for AT&T, July 1995. 

“Elticient Puhlic Inveslment in  Teleccmmunications Infrastructure” 
Liind E:c.unrmic..v, V o l  7 I ,  No.?, August 1995. 

Funding Univcrsd .Sc,r~,ic,r: Maximizing Penetrurion urrd Eff ic ienq in u 
Conipcritivr Locril .Scr~.ice /?7rvironmmt, Lee L. Selwyn wi th  Susan M. 
Baldwin, under the direction of Donald Shepheard, A Time Warner 
Cvininunic;itioiis Policy White Paper, September 1995. 

.S/runtlcd Irrvesimrvr i r n d  rhe N c w  Reguhlory B u r p i n .  Lee L. Selwyn with 
Susan M. Biildwin, uiider the direction of Donald Shepheard, A Time Warner 
~ornrriunicatioris Policy White Fapcr, September I995 

“Market Failure i r i  Open Telecommunications Networks: Def in ing the new 
ii;itur31 inonopoly,” in Ncriwrk . r .  Infrcrstructure. und ihe New Tusk for 
Kegulrrrion, by Werner Sichel m d  Dona1 L. Alexander, eds., University o f  
Michigan Press, 1096. 

E,vrcihlishing .EfSeec,riiv Loc.cil Lxchaiige Competition: A Kecommmdcd 
Approach Rusrd Upoii nu Anidysi.r of /he Urrired S m e s  Experience. Lee L.  
Selwyn, paper prepared tor the Cana’dian Cable Television Association and 
filed ;IS evidence in  Telrcoin Public Notice CRTC 9.5-96, Local Interconnection 
and Network Component, Jmiuary 26, 1996. 

7’he Cosr ($ Univrr..su/ Sr,rvice, A Critic-ul Assessment of /he Benchmark Cost 
Model. Susan M .  Baldwin with Lee L. Selwyn, a report prepared by  Economics 
and Technology, Inc. on behalf of the National Cable Television Association 
arid suhrnilted w i lh  Coriiinenls in  FCC Docket No. CC-96-45, April 1996. 

I<coriomii. Coii.viiierciri[iii,r iii /he E:vulua/ion of Alremarive Digiral Television 
Proposals, Lee L. Sclwyn (;is Economic Consultant), paper prepared for the 
Computer Industry Coalition on Advanced Television Service, f i led wi th  
coininents in FCC M M  Docket No. 87-268, I n  the Matter of Advaiiced 
Television System 2nd Their Iinpact Upon the Existing Television Broadcas[ 
Service, July I I ,  1996. 
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/l.r.w.s.sin,y Irrcnnzhent L-EC' Clninzs 10 Spec.ial Revenue Recovery Mechankms: 
Rei'anme opporturiitics. mal-ker assessments, rind further empirical unalysis of 
[he "Gup" beriveen r~mhedderl and forward-looking  cost.^, Patricia D. Kravt in 
and Lee L .  Selwyn, I n  the Matter of Access Charge Reform, i n  CC Docket No. 
96-262, January 29, 1997. 

The Use of Forwatd-l.ooking Emiumic Cost Proxy Models, Susan M .  Baldwin 
and I.ee L. Selwyn, Economics and Technology, Inc., February 1997. 

The Qfercl of lnrernel U.te On The Notion's Telephone Nelwork, Lee L .  Selwyn 
and Joseph W .  Laszlo, a report prepared for the Internet Access Coalition, July 
22, 1997. 

Kegrrlu~oty Trvutmenr of ILEC Operalions Support Systems Costs, Lee L. 
Sclwyn, Economics and Tcchnology, Inc., September 1997. 

Thr "Cormecric.n/ E2rpericwce " wirh T~~Irrommrmir.riti~~ns Competi/ion: A Case 
in Gerting it Wrong, Lee L. Selwyn. Helen E. Golding and Susan M. Gately, 
Economics and Technology, Inc., February 1998. 

Where HUVP Al l  The Numher.r Chne.?: Long-term Areu Code Relief Policies 
ond (he Needfor Short-term Refivm, prepared by Economics and Technology, 
Inc. for the A d  Hoc Telecommunications Uscrs Committee, Jnternational 
Cotnmirniciitiotis Association, March 1998. second edition, June 2000. 

Hrokrn Promises: A Review of Bell Allantic-Pennsyll.ania's Perfurmanee 
Und(,r Chapter 30, Lee L. Sclwyn, Sonia N.  Jorge and Patricia D. Kr iv l i n ,  
Economics and Technology, Inc., June 1998. 

R u i l d i q  A Bt-oa~lbrrnd Ameriou: Tho Competitive Keys to the Future of the 
Internel, L e e  L. Selwyn, Patricia D. Kri lvt in and Scott A.  Coleman, ;I report 
prepared for the Competitive Broadband Coalition, M a y  1999. 

Rrinfiing Broudbund IO Rural America: lnvestmrnt and Innovalion I n  the Wake 
OJ (he Telecom ALY, Lee L. Selwyn, Scott C. Lundquist and Scott A.  Coleman, 
ii report prepared for the Competitive Broadband Coalition, September 1999. 

Brin,qing Local Telrphone Compe~irion to Massachusetts, Lee L. Selwyn and 
Helen E. Goltling, prepared for The Massachusetts Coalition for Competitive 
Phone Service, January 2000. 

Suh.ridizing the Hell Mvnopo1ie.s: 
Und~,rminiri,q TeI~rominutzicurioris Comp,c,/ilion, Lee L. Selwyn, Apr i l  2002. 

H o w  Covernmenl Welfure Programs are 
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Dr. Selwyri has hceii an invited spe;ikcr a t  numerous seminars and conferences on 
telecoiilinunic;il ion~ regulation and  policy, including meetings and workshops sponsored by the 
N;ition;il 'rclccommutiications and Information Administration, the National Association o f  
Regulatory Utility Commissioners, the U.S. General Services Administration, the Institute of 
Pliblic Utilities a t  Michigan State University. thc National Regulatory Research Institute at Ohio 
St;ile University, thc Harvard University Program on Information Resources Policy, the Columbia 
Univeni ty Institute lor Tele-Information, the Jnternationol Communications Association, the Tele- 
Coiiiniunicationh Association, the Western Conference of Public Service Commissioners, at Ihe 
New England, MidAmer ica ,  Southern and Western rcgional PUCPSC conferences, as well as 
;)I nuirreroiis contereiices and workshops sponsored by individual regulxory agencies. 
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ATTACHMENT 4 

MSAs With Full Pricing Flexibility for Special Access 
(Phase I I  Flexibility) 

AKRON OH 
ALBUQUERQUE NM 
ANCHORAGE AK 
AUSTIN-SAN MARCOS TX 
BELLINGHAM WA 
BINGHAMTON NY 
BOISE CITY ID 
CHAMPAIGN-URBANA IL 
CHARLESTON W 
COLORADO SPRINGS CO 
CORPUS CHRIST1 TX 
DAVENPORT-MOLINE-ROCK ISLAND(IA-I1 
DECATUR IL 
DES MOINES IA 
DOVER DE 
DUBUQUE IA 
EUGENE-SPRINGFIELD OR 
FARGO-MOORHEAD(ND-MN MN 
FARGO-MOORHEADIND-MN~ FI lhlT Ldl  ND 

-). IA 

1 _I.. I .... 
FORT WAYNE IN 
GRAND RAPIDS-MUSKEGON-HOLLND MI 
HAGERSTOWN MD 
HOUSTON TX 
lOWiCh ' ( IA )  

LITTLE ROCK-NORTH Ll lTLE ROCK AR 
LYNCHBURG(VA) 
MADISON WI 
MEDFORD-ASHLAND OR 
MEDFORD-ASHLAND(0R) 

MILWAUKEE-WAUKESHA Wl 
NEWARK NJ 
NORFOLK-VIRGINIA BEACH-NEWPORT NEWS 
OKLAHOMA CITY OK 
OLYMPIA WA 
OMAHA (NE-IA) - NE 
OMAHA(NE-IA) - IA 
PARKERSBURG-MARIETTA(W-OH) . WV 
PHOENIX-MESA AZ 
PORTLAND-VANCOUVER OR WA) WA 

READING(PA) 
RICHMOND-PETERSBURG VA 
ROANOKEWA) 
ROCHESTER(MN) 
ROCKFORD IL) 

SAN ANGELO(TX) 
SAN ANTONIO TX 
SAN JOSE CA 
SPOKANE WA 
SPRINGFIELD IL 
ST. CLOUD(MN) 
ST. LOUIS (MO-IL) - MO 
STAMFORD-NORWALK CT 
TOPEKA KS 
TULSA(0K) 
VINELAND-MILLV~LLE-BRIDGETON(NJ) 
WILLIAMSPORT PA 
WILMINGTON-NEWARK (DE-MD) -DE  
WILMINGTON-NEWARK(DE.MD) . MD 
YAKIMA(WA) 

PORTLAND-VANCOUVER [oR:wA) :OR 

SALT LAKE L in -OGDEN UT 

(VA-NC) . VA 



MSAs with Partial Pricing Flexibility for Special Access 
(Phase I) 

ALBANY-SCHENECTADY-TROY NY 
ALLENTOWN-BETHLEHEM-EASTON PA 
ALTOONA(PA) 
AMARILLO TX 
ATLANTA GA 
BALTIMORE MD 
BATON ROUGE(LA) 
BILOXI-GULFPORT-PASCAGOULA(MS) 
BOSTON (MA-”) - MA 
BOSTON(MA-NH). NH 
BRIDGEPORT CT 
BUFFALO-NIAGARA FALLS NY 
BURLINGTON(VT) 
CHARLOTE-GASTONIA-ROCK HILL (NC-SC) . NC 
CHATTANOOGA (TN-FA) . TN 
CHICAGO IL 
CINCINNATI (OH-KY-IN) - OH 
COLUMBUS OH 
DALLAS TX 
DAYTONA BEACH(FL) 
DAYTON-SPRINGFIELD OH 
DENVER CO 
DETROIT MI 

ERIE(PA) 
EVANSVILLE-HENDERSON(1N-KY). IN 
FORT COLLINS-LOVELAND(C0) 
FORT WORTH-ARLINGTON TX 
GAINESVILLE FL 
GREELEY(C0) 
GREENSBORO-WINSTON-SALEM--HIGH POINT NC 
HARRISBURG-LEBANON-CARLISLEIPA) 
HARTFORD CT 
HONOLULU HI 
HUNTINGTON-ASHLAND(W.KY.0H). \iw 
INDIANAPOLIS IN 
JACKSON(MS) 
JACKSONVILLE FL 
WLAMAZOO-BATTLE CREEK MI 
KNOXVILLE TN 
LAKE CHARLES(LA) 
LAKELAND-WINTER HAVEN FL 
LANCASTER(PA) 
LOS ANGELES-LONG BEACH CA 
LOUISVILLE (KY-IN) . KY 
LUBBOCK(TX) 
MANCHESTER (NH) . NH 

MELBOURNE-TITUSVILLE-PALM BAY FL 
MEMPHIS (TN-AR-MS) - TN 
MIAMI FL 
MINNEAPOLIS-ST PAUL (MN-WI). MN 
MONROE(LA) 
MONTGOMERY(AL) 
NASHVILLE TN 
NEW YORK NY 
NORFOLK-VIRGINIA BEACH-NEWPORT NEWS(VA.NC) NC 
ORLANDO FL 
PENSACOLA(FL) 
PHILADELPHIA PA NJ NJ 

Pil7SBURGH PA 
PORTLAND(ME) 
PORTSMOUTH-ROCHESTER (NH-ME) . NH 
PORTSMOUTH-ROCHESTER(NH-ME) - ME 
PROVIDENCE-FALL RIVER-WARWICK (RI-MA). RI 
PROVO-OREM UT 
PUEBLO(C0) 
RALEIGH-DURHAM-CHAPEL HILL(NC) 
SACRAMENTOCA 
SALEM OR 

PHILADELPHIA IPA:NJ{ :PA 



MSAs with Partial Pricing Flexibility for Special Access 
~ (Phase I )  

SAN DIEGO CA 
SAN FRANCISCO CA 
SANTA BARBARA-SANTA MARIA-LOMPOCICA) 
SARASOTA-BRADENTON FL 
SAVANNAH(GA) 
SCRANTON--WILKES-BARRE--HAZLETON(PA) 
SEAlTLE-BELLEVUE-EVERETT WA 
SHREVEPORT-BOSSIER ClTY(LA) 
SIOUX CITY IA-NE 
SIOUX CITY(IA-NE) -NE  
SPRINGFIELD MA 
SPRINGFIELD MO 
STATE COLLEGE(PA) 
SYRACUSE(NY) 
TACOMA WA 
TAMPA-ST. PETERSBURG-CLEARWATER FL 
TOLEDO OH 

WASHINGTON DC-MD-VA-W VA 

WASHINGTON TuCSoNAZ b C-MD-VA-W - DC PROPER 
WATERLOO-CEDAR FALLSIIA) 
WEST PALM BEACH-BOCA RATON FL 
WILMINGTON NC 
WORCESTER(MA-CT) - MA 

WASHINGTON DC-MD-VA-W] AD 



MSAs Without Pricing Flexibility 

KENOSHA WI 
KILLEEN-TEMPLE(TX) 
KOKOMO(IN 

LAFAYETTE LA 
LAFAYE’TTE(IN) 
LANSING-EAST LANSING MI 
LAREDOFX) 
LAS CRUCES(NM) 
LAS VEGAS NV-AZ 
LAWRENCE MA-NH 
LAWRENCE(KS) 
LAWTON(0K) 
LEWISTON-AUBURN(ME) 
LEXINGTON KY 
LIMA OH 
LINCOLN(NE) 
LONGVIEW-MARSHALL TX 
LOUISVILLE(KY.IN) 
LOWELL MA-NH 
MACON GA 
MANSFIELD(0H) 
MCALLEN-EDINBURG-MlSSlON(TX) 
MEMPHIS TN-AR-MS 
MERCED(CA) 
MIDDLESEX-SOMERSET-HUNTERDON NJ 
MINNEAPOLIS-ST. PAUL(MN-WI) 
MOBILE AL 
MODEST0 CA 
MONMOUTH-OCEAN NJ 
MUNCIE(IN) 
MYRTLE BEACH(SC) 
NAPLES(FL) 
NASHUA NH 
NASSAU-SUFFOLK NY 
NEW BEDFORD(MA) 
NEW HAVEN-MERIDEN CT 
NEW LONDON-NORWICH(CT-RI) 
NEW ORLEANS(L4) 
NEWBURGH(NY-PA) 
OAKLAND CA 

LA CROSSE2Wi-MN) 

TERRE HAUTE IN 
TEXARKANA(TX-AR) 
TRENTON NJ 
TUSCALOOSA(AL) 
WLER(TX) 
UTICA-ROME NY) 

VICTORIA(TX) 
VISALIA-TULARE-PORTERVILLE(CA) 
WAC0 TX 
WASHINGTON DC MD VA WV) 

WAUSAU(W1) 
WHEELING WV-OH 
WICHITA FALLSITX) 
WICHITA KS 
YOLO(CA) 
YORK(PA) 
YOUNGSTOWN-WARREN OH 
YUBA CITY(CA) 
YUMA(AZ) 

VALLEJO-FAikFiELD-NAPA VENTURA(CA) CA 

WATERBURY AT 


